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104-1545 1 February 1996 W~DC
SAFE MOVE FOR RETIREES. As those of us who live in South Texas know, our area is
one of the most inviting in the nation. It is for precisely that reason many seniors, upon
retiring, move to the Valley. Over the years a foremost concern of many of these individuals
has been a provision of tax law known as the source tax.
Under existing law, states can tax the personal income of those who live in the state, or
income having its source in the state. About sixteen states currently tax the pension benefits of
those who previously worked and contributed to a pension in that state, but now live in another
state.
This is truly taxation without representation. By levying a source tax, states are able to
target the retirement income of nonresidents even though the nonresidents receive no benefits
or services in return for the assessed taxes.
Most states with personal income tax grant residents a credit for income taxes paid to
other states. Thus, in most cases, pension benefits are not taxed by two states. Thus, in most
cases, pension benefits are not taxed by two states. However, in states with no personal income
tax, pension beneficiaries do not receive credit for income taxes paid to another state.
In an effort to address this concern, Congress, in December, passed legislation
subsequently signed into law by the President which would ban the source tax. This bill, H R
394, will eliminate this misguided provision of Federal law which allows states to tax retirement
income of nonresidents. Under the measure, as adopted, this prohibition would apply to all
retirement income received from pension plans recognized as "qualified" plans under the Internal
Revenue Code.
This prohibition also would apply to income from certain non-qualified components of
qualified plans -- Le., to "excess benefit" plans set up because a qualified plan exceeds the
$150,000 in employee compensation that may be considered in qualifying for such a plan,
exceeds the present limit on the amount of allowable benefits from a defmed plan, or exceeds
the present limit on contributions to a defmed contribution plan. The prohibition on state
taxation would not, however, apply to income from so-called "stand alone" non-qualified plans
(such as income from "golden parachutes").
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The measure does, however, allow states to continue taxing the pension income of
persons who renounce their American citizenship simply in order to avoid taxation, and it
requires the Justice Department to publish in the Federal Register the names of persons who
have relinquished their citizenship to avoid taxation.
The ban, naturally, doesn't apply to back taxes owed to a state, or to federal taxes.
By enacting this info law we have stood up for what is right for seniors and eliminated
an unfair burden and injustice. To those who reside in South Texas and who have been affected
by this nefarious tax this is definitely good news.
# # #
EFFECTIVELY ADDRESSING THE ISSUE OF ALCOHOL ABUSE. The problem of
underage drinking in our country is a major one. National surveys show that young people who
drink illegally are beginning to do so at earlier ages with one in ten sixth graders reporting they
consume alcohol on a montWy basis, three in ten eighth-graders and more than half of twelfth
graders.
What this clearly evidences is that there is a need to better educate and inform these
youngsters about this very risky behavior. There are two new efforts underway which do just
this.
First, the National Association of Broadcasters has been in touch with me to advise that
they have launched an enhanced public service campaign known as STAR -- Stations Target
Alcohol Abuse Reduction.
Among the activities being undertaken is sending its member stations new public service
materials to assist them in preparing local public service announcements that can be tailored for
local communities. Member stations are also being provided with high-quality PSAs ready for
use on-the-air.
In an effort to make certain that this campaign reaches all areas of the nation, special
materials have been prepared in Spanish for radio and TV st ations that have a Spanish-language
format. Included are two storyboards for local TV spots as well as a CD with pre-recorded
PSAs in Spanish for radio usage.
Second, there is a new program called Ready or Not: Talking With Kids About
Alcohol. This is a community program dedicated to combating alcohol abuse. It is designed
specifically to help parents and other adults who supervise kids at the middle school age level
(10 to 14) prevent illegal underage drinking. The program takes you through each of the five
steps needed to help underage drinking problems: 1.) talking with your child about alcohol; 2.)
being a good role model; 3.) disapproving of illegal underage drinking; 4.) supervising your
child; and 5.) recognizing problem behavior and seeking help when necessary.
Unfortunately, alcohol abuse knows no ethnic, social, economic or racial boundaries.
These efforts win help ensure that the anti-alcohol-abuse message will reach as many young
Americam as pOssible. If I can provide any information about either of these initiatives please
contact me here in Washington.
# # #
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